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REVISED STAFF REPORT
Proposed Substitute Motion 2006-0246 was reported out of committee with a do-pass recommendation on June 7, 2006

Proposed Substitute Ordinance 2006-0245 was reported out of committee with a do-pass recommendation on June 7, 2006

SUBJECT:
Today’s discussion covers two pieces of legislation related to real estate options for a consolidated King County elections facility.  They are:

1. 
Proposed MOTION 2006-0246:  A motion to approve a “Solicitation for Offers” (SFO) process for a consolidated elections facility.


2.
Proposed ORDINANCE 2006-0245:  A supplemental appropriation of $1,141,000 in expenditure authority to proceed with the SFO process to evaluate lease and purchase offers for a Consolidated Elections Facility.

SUMMARY:

Council is being asked to approve legislation that will authorize the Executive to issue a Solicitation for Offers for an 82,000 square foot facility that will allow the consolidation of King County Elections and will serve Election needs for the next 20 years.  The SFO will allow for an open, public, competitive process to consolidate Elections facilities.  Council originally requested a Request for Proposal process to conduct this facility search in the fall of 2005.  The Executive desired to use a broker-assisted process to accomplish the work.  The SFO is a hybridized tool that incorporates features of both the RFP and the broker-assisted process.

Council is also being asked to approve a supplemental appropriation for expenditure authority of $1.104 million.  The anticipated cost of the SFO process is estimated by executive staff as follows:

Administration






$150,000

Analysis and Due Diligence of submitted proposals

$150,000

Broker Fees







$420,000

Deposit on selected property




$420,000

Total








$1,140,000

BACKGROUND:

County elections operations have been reviewed by several outside groups and experts.  These groups generated six reports, five of which recommended consolidation of elections ballot operations into a single facility.  This means that the elections ballot processing functions, the Elections Distribution Center (EDC), and the Mail Ballot Operations Satellite (MBOS) functions should be co-located into a single facility.  

In adopting the 2005 2nd Quarter Omnibus ordinance, the Council inserted a proviso requiring the Executive to transmit a Request for Proposals (RFP) for facilities that would provide for consolidation of elections operations.  The Council’s requirement is also consistent with the intent of Motion 12099 which directed the Executive to consider a range of options to consolidate elections.

The Executive’s transmittal letter for the proposed RFP legislation (2005-0460) recommended a broker assisted process rather than the Council recommended RFP methodology.  On November 30, 2005, the BFM Committee was briefed on the proposed RFP legislation.  Council staff requested and received committee direction to proceed with application of a “Solicitation for Offers” (SFO) selection methodology proposed by the Council’s independent consultants, Staubach NW LLC.  This alternative solicitation methodology, used nationally by the General Services Administration (GSA), combines the advantages of the Council-preferred open, competitive, public process of an RFP with the flexibility of the Executive-recommended brokerage firm process.  

The proposed legislation to pursue an RFP process (2005-0460) is now replaced with the current legislation to proceed with this effort using a Solicitation for Offers (SFO) methodology.  

Total square foot facilities needs for a combined Elections facility have not changed from prior briefings.

Table 1:  Elections Program Transitions

	
	Exclusive All Mail Vote Draft Program
	Flexible All Mail Vote + Existing Polling Place Warehouse Storage
	New Elections Program (assurance of flexibility for both elections systems)

	
	01/06
	12/05
	3/06

	Office & Mail Ballot Processing
	56,122
	45,000
	64,494

	Poll Distribution Center
	17,253
	30,000
	17,364

	Total
	73,375
	75,000
	81,858


Motion 12285, adopted by Council on May 15, 2006, imposed an aggressive schedule for accomplishing the SFO work including a request that the Executive transmit legislation to acquire or construct a consolidated elections facility by August 15, 2006.
ANALYSIS:


A draft/final SFO document was transmitted by the Executive on May 22, 2006.  The transmittal recognizes the need to expedite the process per Motion 12285. Executive staff have acknowledged some unresolved issues and that staff would continue to make edits to the document after its transmittal.  Remaining unresolved issues include the following:

· Modifications to the project schedule to bring the proposal in-line with the compressed timeline desired by Council

· Parking requirements and proximity to transit facilities of a consolidated facility

· Language for Seismic requirements

These issues have been articulated in greater detail in previous staff reports and briefings.  In response to these items staff have continued to collaborate and the Committee Chair has requested that council staff prepare an amendment.

Legal Review:  Legal Counsel has reviewed the Executive proposed SFO and has no substantive comments or issues with the document.
AMENDMENT:
Recent discussions with executive staff reveal the benefits of an abbreviated SFO timeline in order to be responsive to the target dates recently outlined by Council and reduce associated costs.  
Schedule Modifications:

· In Section III of the proposed SFO offers the Council the opportunity to review and approve a shortlist of properties following initial review by an Evaluation Committee.  An amendment has been prepared to remove Council approval of the shortlist.  Council approval is still required to pursue agreement negotiations (purchase and sale or lease agreement).  

· An initial review period of 60 business days, for development of the shortlist, was also identified in Section III of the proposed SFO.  The amendment reduces the initial review period to 30 calendar days.  
· Section III of the transmitted SFO included a requirement that Offers making the shortlist must remain valid for 180 days from the date of Offer.  Securing the validity of these agreements would be achieved through a non-refundable deposit made by King County.  The amendment reduces this requirement to 120 days from the date of the Offer and limits the number of Offerers receiving a non-refundable deposit to two.
Modifications to Parking and Location Requirements:

· Section 1.2 of attachment A to the SFO included a requirement for eligible facilities to be located “within one city block of a variety of public transportation modes offering service to downtown Seattle”.  The amendment removes this language.  Proximity to transit facility is already addressed under Section 1.3 “parking mitigation plan” and under section 2.0 “Preferred Facility Attributes”.
· Section 1.3 of attachment A includes the restriction that eligible properties must include on-site parking for 225 vehicles.  Council staff are concerned that this on-site requirement is highly restrictive and would eliminate buildings or sites that have ready access to parking facilities in the immediate vicinity.  The amendment includes language that provides for a preferred parking requirement and a less restrictive alternative.  The preferred requirement remains at 225 on-site spaces.  The alternative allows eligibility for facilities that include a combination of on-site spaces and spaces in the immediate vicinity (1-2 blocks) totaling 225 spaces.  Additionally, all eligible Offers are required to develop a parking mitigation plan illustrating how the offer will address ‘peak access demand’ of 525 persons.  

The seismic upgrade language for existing buildings proposed in Section 3.10 of Attachment A meets expectations and conforms to standards suggested by council staff in the fall of 2005.  
Seismic Language  Modifications:

· Sections 1.4.B.3 and 1.4.C.2 of attachment A require an eligible facility to “meet 2003 building codes including fire safety and floor load capacity to meet intended use and structural seismic stability”.  Council staff believe that 2003 building code is too restrictive.  The amendment modifies the requirements found in these items with the following replacement language “The facility must be structurally sound, including structural live load capacity to meet the intended occupancy”.  The fire safety element is covered by edits to sections 1.4.B.10 and 1.4.C.10.  These sections as amended read as follows: “shall have code compliant fire and life safety systems in good working order with external audible alarm and off-site monitoring”.

Reasonableness







Ready for Action

Approval of Proposed Motion 2006-0246 should be based on a consideration of the following:

Pros:

· This SFO is a proven process used by the Federal Government and the result of a collaborative approach developed by King County Executive and Council Staff

· The SFO will allow for an open, public, competitive process to secure a consolidated King County elections facility.

· The SFO will produce market based information that will prove useful in the County’s analysis of not only an elections facility but for other current and future King County facility projects.

Cons:

· Industry experts have described the current commercial real estate market as very active.  There are potential cost implications to holding a structured, public process to acquire facilities given such a market – the number of respondents may not be as great when compared to different market conditions.  Industry experts have recommended offering non-refundable deposits to hold properties during the selection process.
· Elections are a complex process requiring facilities with an unusual set of characteristics, such as combined office and warehouse space.  This complexity factor may also impact the number of respondents.


Today is the first review of Proposed ORDINANCE 2006-0245.  This ORDINANCE, which was transmitted on May 18, 2006, is a supplemental appropriation of $1,141,000 in expenditure authority to proceed with the SFO process as described above.

Project Scope:  This project includes four major elements:  King County administration and management for SFO review activities; Technical project analyses and review including due diligence; Broker Fees; Deposits.

Project Schedule:  The Executive assumed the total time required for this process including solicitation, review and adoption by Council to be six months.  The SFO document identifies 60 business days for initial Offer reviews and 180 days for pursuit of complete resolution of purchase and sale agreement.  Note that substantial issues related to these timelines - including Council’s strong desire to expedite the process - were discussed in the review of previous SFO legislation.

Project Budget:

KC Administration






$150,000

KC Analysis and Due Diligence of submitted proposals
$150,000

Broker Fees







$420,000

Deposit on selected property




$420,000

Total








$1,140,000

As can be seen above, Broker Fees and Deposits account for a substantial portion of the requested expenditure amounts.  These two estimated amounts are related to commercial real-estate market conditions cited in the analysis of 2006-0246.  

Deposits, which may not have been a necessary mechanism in softer market conditions, will likely be required to secure negotiations on a preferred facility.  The budget assumption of $420,000 was generated based on 2.5% of a potential facility purchase price of $16.9 million.  This number is also comparable to four months rent of a facility similar to that described in the SFO.  Upon selection of a final property, the deposit would be applied towards the purchase price.

Previously, brokerage firms were compensated on an hourly fee basis or by a commission pending a purchase and sale agreement.  Executive Staff have been advised by two major brokerage firms that they are currently unwilling to perform this type of work without a guarantee of compensation.  As a consequence, the budget includes up-front brokerage fee compensation based on a percentage of transaction expense.  That said, executive staff have acknowledged in recent discussions that the above amounts are highly conservative and include significant contingency.  Executive staff noted a high degree of cost uncertainty given the broad nature of the SFO, which could yield a lease agreement, a property purchase, a building purchase or a lease to buy arrangement.

Based on recent staff to staff discussions, executive staff have indicated a willingness to proceed with a phased approach and allow for an incremental release of the expenditure authority.

In response to issues noted above, the Committee Chair directed staff to prepare a striking amendment.  

STRIKING AMENDMENT:  The amendment reduces the total request amount from 1.14 million to 1.0 million based on the following considerations:
· In order to compress the proposed schedule, Council review and approval of the shortlist has been deleted from the SFO process.  

· Executive staff have acknowledged budget estimates are conservative and may include overlap between brokerage activities and internal project management and administration.  

· An accelerated project schedule will require a more expeditious analysis of proposed facilities.

Proviso

Recognizing that the budget assumptions are conservative due to a range of variables and unknowns, executive staff have acknowledged that a phased approach could be utilized.  As a consequence a proviso has been prepared that will do the following:

· Allows for an initial expenditure authority of $750,000

· Restricts expenditure authority on $250,000 until such time as the Executive provides, and the Committee approves, a written report setting forth the need for the additional expenditure authority.

Reasonableness







Ready for Action

Pros:

· A compressed project schedule should allow for a more expeditious review of alternative facilities, thereby lowering associated expenses.

· An alternative form of council review could be accomplished through mechanisms such as council staff participating in review of offers.

· Phased authorization of expenditure authority will allow conservative budget assumptions to be tested before expenditure authority is fully enacted.

Cons

· If broker fees, requisite deposits or other project costs quickly exhaust initial expenditure authority, Committee workload is increased by successive legislative reviews.

$750,000 for analysis of the top two properties appears to be consistent with recent analyses performed on County facilities.  The compressed schedule should help achieve cost savings.  Based upon above striking amendment and proviso restriction, the proposed ordinance 2006-0245 appears to be a reasonable business decision based upon the these factors.

INVITED:

Kathy Brown, Division Director, Facilities Management Division

Dave Preugschat, DES Deputy Director, Facilities Management Division

Jim Napolitano, DES Capital Projects Manager
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